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AMEMBASSY WELLINGTON 

UNCLAS CANBERRA 715 

E.O. 11652: N/A 
TAGS: EGEN, ECON 

SUB J : CPI FOR DECEMBER QUARTER UP 5.6 PERCENT 
REF: 75 CANBERRA 7140 

1 . AUSTRALIAN BUREAU OF STATISTICS (ABS) HAS ISSUED DECEMBER 
QUARTER 1975 CONSUMER PRICE INDEX (CPI). COMPARED WITH 
PREVIOUS QUARTER, ALL GROUPS CPI FOR WEIGHTED AVERAGE OF SIX 
STATE CAPITALS (CANBERRA EXCLUDED) ROSE 5.6 PERCENT, AS AGAINST 
A RISE OF 0.8 PERCENT FOR SEPTEMBER QUARTER. CPI FOR CANBERRA 
ROSE 8 PERCENT AS AGAINST FALL OF 0.1 PERCENT IN SEPTEMBER 
QUARTER. CPI 14.0 PERCENT ABOVE DECEMBER QUARTER 1974 
(CANBERRA 14.9 PERCENT) AS AGAINST 17.6 PERCENT ANNUAL RATE 
FOR MARCH 75 QUARTER, 16.9 PERCENT OFR JUNE AND 12.1 PERCENT 
FOR SEPTEMBER. 

2. IN A MANNER SIMILAR TO CASE IN SEPTEMBER QUARTER, DECEMBER 
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SERVICES IN SYDNEY AND BRISBANE WITH FULL APPLICATION OF 
MEDIBANK IN THOSE CITIES. FOR COMPARATIVE PURPOSES, SIX 
CAPITAL CPI INCREASED 6.3 PERCENT WITH HOSPITAL AND MEDICAL 
SERVICES EXCLUDED, OR 16.7 PERCENT ON AN ANNUAL BASIS. 

3. AS EXPECTED, DECEMBER FIGURES ALSO REFLECT EFFECTS OF 
TAX INCREASES ON SUCH ITEMS AS BEER AND SPIRITS, TOBACCO. AND 
POL PRODUCTS INTRODUCED AS RESULT OF AUGUST 1975 BUDGET. IT 
IS ESTIMATED THAT THESE INCREASES CONTRIBUTED OVER 2 PERCENT 
TO THE TOTAL INDEX INCREASE. 

4. COMMENT: THE LATEST FIGURES SEEM TO POINT TO SOME 
FURTHER STABILIZATION OF INFLATION GROWTH RATE, ALBEIT STILL 
WELL INTO DOUBLE FIGURES. COMMENTING ON CPI FIGURES, 

TREASURER, MR. LYNCH, INDICATED THAT HE IS DEEPLY CONCERNED 
BY EXTENT OF PRICE INCREASES IN LAST THREE MONTHS OF 1975 
AND THAT "HEALTH COULD NOT BE RESTORED TO NATIONAL ECONOMY 
WHILE INFLATION REMAINED AT THE RATE INDICATED IN THE LATEST 
CPI INDEX." 

5. IN A CLOSELY RELATED MATTER. THE CONCILIATION AND 
ARBITRATON COMMISSION (CAC) SCHEDULED COMMENCE HEARINGS ON 
WAGE INDEXATION ON FEBRUARY 3. UNIONS EXPECTED ASK FOR 6.4 
PERCENT INDEXATION INCREASE (5.6 PERCENT FOR DECEMBER PLUS 

0.8 PERCNET NOT GRANTED FOR SEPTEMBER QUARTER) AND REPORTEDLY 
3 PERCENT FOR PRODUCTIVITY INCREASES. IT GENERALLY 
BELIEVED THAT IN VIEW OF PREVIOUS COMMITMENT TO PRINCIPLE OF 
INDEXATION, GOVERNMENT WILL NOT OBJECT TO 6.4 PERCENT INCREASE, 

BUT WILL RESIST PRODUCTIVITY INCREASES. EMPLOYER REPRESENTA- 
TIVES HAVE ESTIMATED THAT FULL 6.4 PERCENT INCREASE WOULD 
MEAN ADDITIONAL ANNUAL WAGE COST OF ABOUT $A 1,500 MILLION. 

AT THIS STAGE GOVERNMENT SEEMS INCLINED PLACE MAIN EMPHASIS 
IN BATTLE AGAINST INFLATION THROUGH REDUCING GOVERNMENT SPENDING 
AND IN WIDE-RANGING MONETARY MOVES ANNOUNCED LAST WEEK 
(SEPTEL IN PREPARATIN). LNYCH ALSO INDICATED THAT HE INTENDS 
MAKE MAJOR STATEMENT WITHIN NEXT TWO WEEKS ON MEASURES TO 
DEAL WITH INFLATION. 
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